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OATH OR AFFIRMATION

Eric Stark swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Black Oak Securities Inc as

of June 30 2OO are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows
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Statement of Income Loss
Statement of Changes in Financial Condition
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Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit
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Independent Auditors Report

To Eric Stark President

Black Oak Securities Inc

We have audited the accompanying statement of financial condition of Black Oak

Securities Inc as of June 30 2009 and the related statements of operations changes in

stockholders equity and cash flows for the year then ended These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

We conducted our audit of these financial statements in accordance with auditing

standards generally accepted in the United States of America Those standards require that we

plan and perform the audit to obtain reasonable assurance about whether the financial statements

are free of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Black Oak Securities Inc as of June 30 2009 and the results

of its operations and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedule Net Capital Computation is

presented for purposes of additional analysis and is not required part of the basic financial

statements but is supplementary information required by Rule 7a-5 of the Securities Exchange Act

of 1934 Such information has been subjected to the auditing procedures applied in the audit of the

basic financial statements and in our opinion is stated fairly in all material respects in relation to

the basic financial statements taken as whole

Springfield Illinois

August 20 2009

Other Locations

Jacksonville IL Belleville IL Carbondale IL Cape Girardeau MO St Louis MO Milwaukee WI



Black Oak Securities Inc

STATEMENT OF FINANCIAL POSITION

June 30 2009

ASSETS

Cash

Investments at fair value

Commissions receivable

Prepaid expenses

Commissions payable

Accrued liabilities

Income taxes payable

Total liabilities

Common stock par value 3000 shares

authorized and issued

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

22332

63049

5818

105

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY

91304

2957

1700

2792

7449

3000

3000

77855

83855

91304

The accompanying notes are an integral part of this statement



Black Oak Securities Inc

STATEMENT OF OPERATIONS

For the year ended June 30 2009

Revenue

Securities commissions 166968

Unrealized loss on investments 19804

Investment income 2120

Total revenues 149284

Expenses

Administration fees 66300

Commissions 80159

Other operating expenses
455

Total expenses 146914

Income before income taxes 2370

Income tax expense 3813

Net loss 1443

The accompanying notes are an integral part of this statement



Black Oak Securities Inc

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

For the year ended June 30 2009

Additional Total

Common Paid-In Retained Stockholders

Stock Capital Earnings Equity

Balance at July 2008 3000 3000 79298 85298

Net loss 1443 1443

Balance at June 30 2009 3000 3000 77855 83855

The accompanying notes are an integral part
of this statement



Black Oak Securities Inc

STATEMENT OF CASH FLOWS

For the year ended June 30 2009

Cash flows from operating activities

Net loss 1443

Adjustments to reconcile net loss to net cash provided by

operating activities

Unrealized loss on investments 19804

Increase in commissions receivable 4818

Decrease in deferred tax asset 1021

Increase in commissions payable 1957

Increase in accrued liabilities
500

Increase in income taxes payable 2792

Net cash provided by operating activities 19813

Cash flows from investing activities

Purchase of investments 6100

Proceeds from maturity of investments 5292

Interest income reinvested 2070

Net cash used in investing activities 2878

Net increase in cash 16935

Cash at beginning of year
5397

Cash at end ofyear 22332

The accompanying notes are an integral part of this statement



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS

June 30 2009

NOTE SUMMARY OF ACCOUNTING POLICIES

summary of the Companys significant accounting policies consistently applied in the

preparation of the accompanying financial statements follows

Nature of Operations

Black Oak Securities Inc Company began operations September 28 1992 as broker-

dealer in securities The Company does not receive directly or indirectly or hold funds or

securities for or owe funds or securities to customers and does not carry any accounts of or

for customers The Company is exempt from provisions of Rule 5c3-3 of the Securities and

Exchange Commission on the basis that it carries no margin accounts and does not otherwise

hold funds or securities for customers

Investment Securities

The Companys securities investments that are bought and held principally for the purpose of

selling
them in the near term are classified as trading securities Trading securities are

recorded at fair value as determined by quoted market prices or as estimated by management

with the change in fair value during the period included in earnings The trading securities

consist of mutual funds and certificate of deposit

Income Taxes

Deferred income taxes are provided on temporary differences between financial statement

and income tax reporting Temporary differences are differences between the amounts of

assets and liabilities reported for financial statement purposes and their tax bases Deferred

tax assets are recognized for temporary differences that will be deductible in future years tax

returns and for operating loss and tax credit carryforwards Deferred tax assets are reduced

by valuation allowance if it is deemed more likely than not that some or all of the deferred

tax assets will not be realized Deferred tax liabilities are recognized for temporary

differences that will be taxable in future years tax returns

The Company has elected to defer application of FSP FIN 48 Accounting for Uncertainly in

Income Taxes as allowed in FSP FIN 48-3 Effective Date of FASB Interpretation No 48 for

Certain Nonpublic Enterprises The Company evaluates its tax positions and assesses their

uncertainty if any through review and application of various sources of tax authority

including statutes regulations rulings court cases and widely-held administrative practices



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS CONTINUED

June 30 2009

NOTE SUMMARY OF ACCOUNTING POLICIES Continued

Subsequent Events

Management has evaluated subsequent events for recognition and disclosure in the financial

statements through August 20 2009 which is the date the financial statements were available

to be issued Through August 20 2009 no subsequent events required recognition or

disclosure in the financial statements

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America requires management to make estimates and

assumptions that affect the amounts reported in the financial statements and accompanying

notes Although these estimates are based on managements knowledge of current events and

actions it may undertake in the future they may ultimately differ from actual results

NOTE INVESTMENTS

At June 30 2009 investments consist of mutual funds in the amount of 56759 and

certificate of deposit in the amount of 6290 The unrealized depreciation on trading

securities totaled 19804 for the year ended June 30 2009 and is reflected in the statement

of income These investments are restricted in use to meet the net capital requirements as set

forth in Rule 15c3-l of the Securities and Exchange Act of 1934

As of June 30 2009 the Company held mutual funds that were in an unrealized loss position

for period of more than 12 months Mutual funds with fair value of 47068 had total

unrealized losses at June 30 2009 of $10245 The Company experienced no other-than-

temporary declines in value of their investments during the year The Companys decision to

record an impairment loss is primarily based on whether the securitys fair value is likely to

remain significantly below its book value in light of all the factors considered Factors that

are considered include the length of time the securitys fair value has been below carrying

value the credit worthiness of the issuer and the dividend payment history of the issuer For

securities that are other-than-temporarily impaired the security is adjusted to fair value and

the resulting losses are recognized in realized gains losses in the statement of operations



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS CONTINUED

June 30 2009

NOTE FAIR VALUE MEASUREMENTS

Effective January 2008 the Company adopted Statement of Financial Accounting

Standards SFAS No 157 Fair Value Measurements which provides framework for

measuring fair value in accordance with GAAP Fair value is defined as the exchange price

that would be received for an asset or paid to transfer liability an exit price in the principal

or most advantageous market for the asset or liability in an orderly transaction between

market participants on the measurement date SFAS No 157 also establishes fair value

hierarchy which requires an entity to maximize the use of observable inputs and minimize

the use of unobservable inputs when measuring fair value The standard describes three

levels of inputs that may be used to measure fair value

Level Quoted prices in active markets for identical assets or liabilities These

assets and liabilities include debt and equity securities that are traded in an active

exchange market as well as U.S Treasury securities

Level Observable inputs other than Level prices such as quoted prices for

similar assets or liabilities quoted prices in markets that are not active or other

inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities These assets and liabilities

include debt securities with quoted prices that are traded less frequently than

exchange-traded instruments This category generally includes certain U.S

Government and agency mortgage-backed debt securities and corporate debt

securities

Level Unobservable inputs that are supported by little or no market activity and

that are significant to the fair value of the assets or liabilities These assets and

liabilities include financial instruments whose value is determined using pricing

models discounted cash flow methodologies or similar techniques as well as

instruments for which the determination of fair value requires significant

measurement judgment or estimation This category generally includes certain

private debt and equity investments

The following discussion describes the valuation methodologies used for financial assets

measured at fair value The techniques utilized in estimating the fair values are affected by

the assumptions used including discount rates and estimates of the amount and timing of

future cash flows Care should be exercised in deriving conclusions about the Companys

business its value or financial position based on the fair value information of financial assets

presented below

10



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS CONTINUED

June 30 2009

NOTE FAIR VALUE MEASUREMENTS Continued

Fair value estimates are made at specific point in time based on available market

information and judgments about the financial asset including estimates of timing amount of

expected future cash flows and the credit standing of the issuer In some cases the fair value

estimates canrot be substantiated by comparison to independent markets Potential taxes and

other expenses that would be incurred in an actual sale or settlement are not reflected in

amounts disclosed In addition the disclosed fair value may not be realized in the immediate

settlement of the financial asset In addition the disclosed fair values do not reflect any

premium or discount that could result from offering for sale at one time an entire holding of

particular financial asset

Fair values of mutual funds have been determined by the Company from observable market

quotations when available

Fair value of the certificate of deposit has been determined based on the original deposit

amount and due to the length of maturity management has determined the original deposit

amount approximates fair value

The following table presents the Companys fair value hierarchy for those assets and

liabilities measured at fair value on recurring basis as of June 30 2009 At June 30 2009

Level assets comprised approximately 10% of the Companys total investment portfolio

fair value

Fair Value Level Level Level

Investments

Mutual funds 56759 56759

Certificate of deposit 6290 6290

The following table presents reconciliation of the Level certificate of deposit measured at

fair value on recurring basis for the year ended June 30 2009

Beginning balance 5291

Purchase 6100

Withdrawal 5291
Income reinvested 190

Ending balance 6.290

11



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS CONTINUED

June 30 2009

NOTE INCOME TAXES

The components of the income tax provision at June 30 2009 are as follows

Current

Federal 1831

State 961

2792

Deferred 1021

3813

Deferred tax assets at June 30 2009 consist of the following

Unrealized loss 2971

Less valuation allowance 2971

The valuation allowance was provided due to the uncertainty surrounding the amount of

future benefit the Company will be able to recognize on unrealized losses of the investment

portfolio

NOTE NET CAPITAL REQUIREMENT

As broker-dealer the Company is subject to the net capital requirements of the Securities

and Exchange Commission Those requirements prohibit broker-dealer from engaging in

any securities transaction at time when

Its aggregate indebtedness exceeds 15 times its net capital as those defined in

Rule 15 c3-l or

Its net capital is less than the minimum required

At June 30 2009 the Companys net capital and required net capital were 67915 and

5000 respectively and its ratio of aggregate indebtedness to net capital was 0.1301

12



Black Oak Securities Inc

NOTES TO FINANCIAL STATEMENTS CONTINUED

June 30 2009

NOTE RELATED-PARTY TRANSACTIONS

The Company is related to Administrative Services Inc through common ownership and

management The financial activities of Administrative Services Inc are not included in the

accompanying financial statements Administrative Services Inc pays all common

administrative expenses of the Company Common administrative expenses are set forth in

signed agreement between Administrative Services Inc and Black Oak Securities Inc

Black Oak Securities Inc makes payments to Administrative Services Inc throughout the

year for its share of these expenses Expenses to Administrative Services Inc totaled

66300 for the year ended June 30 2009

13
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Black Oak Securities Inc

SCHEDULE NET CAPITAL COMPUTATION

June 30 2009

Total assets
91304

Total liabilities 7449

Ownership equity
83855

Less Securities haircut 8608

Non-liquid assets 5818

Prepaid asset
105

Adjusted net capital
69324

Computation of aggregate indebtedness

Other liabilities 7449

Aggregate indebtedness 7449

Computation of net capital requirement

Net capital requirement
497

6-2/3% of aggregate indebtedness

Minimum net capital requirement 5000

Net capital requirement greater of or 5000

Excess net capital
64324

Excess net capital at 1000% 68579

Ratio of aggregate indebtedness to net capital
0.1071

Reconciliation with Companys computation included in Part 11

of Form X-17A-5 as of June 30 2009

Net capital as reported in Companys Part II unaudited

FOCUS report 74567

Additional nonallowable assets resulting from audit adjustment 481

Audit adjustments

To record additional commissions receivable 4818

To record additional commissions payable 1957
To record income taxes payable 2792
Other 494

425

Net capital per above
15

69324
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Independent Auditors Supplementary Report on

Internal Accounting Control

To Eric Stark President

Black Oak Securities Inc

In planning and performing our audit of the financial statements of Black Oak Securities

Inc the Company as of and for the year ended June 30 2009 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting internal control as basis for designing our auditing

procedures for the purpose of expressing an opinion on the financial statements but not for the

purpose of expressing an opinion on the effectiveness of the Companys internal control

Also as required by Rules 7a-5gl of the Securities and Exchange Commission we

have made study of the practices and procedures followed by the Company including

consideration of the control activities for safeguarding securities This study includes tests of

such practices and procedures that we considered relevant to the objectives stated in

Rule 7a-5g in making the periodic computations of aggregate indebtedness and net capital

under Rule 7a-3a1 and for determining compliance with the exemptive provisions of

Rule 15c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examination counts verifications and

comparisons and recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payments for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

The management of Black Oak Securities Inc is responsible for establishing and

maintaining internal control and the practices and procedures referred to in the preceding

paragraph In fulfilling this responsibility estimates and judgments by management are required

to assess the expected benefits and related costs of controls and of practices and procedures

Other Locations

Jacksonville IL Belleville IL Carbondale IL Cape Girardeau MO St Louis MO Milwaukee WI



referred to in the preceding paragraphs and to assess whether those practices and procedures can

be expected to achieve the SECs above mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit preparation of financial statements

in conformity with accounting principles generally accepted in the United States of America

Rule 7a- 15g lists additional objectives of the practices and procedures listed in the previous

paragraph

Because of inherent limitations in internal control and the practices and procedures

referred to above error or fraud may occur and not be detected Also projection of any

evaluation of them to future periods is subject to the risk that they may become inadequate

because of changes in conditions or that the effectiveness of their design and operation may

deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control deficiency

or combination of control deficiencies that adversely affects the entitys ability to initiate

authorize record process or report financial data reliably in accordance with accounting

principles generally accepted in the United States of America such that there is more than

remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant

deficiencies that results in more than remote likelihood that material misstatement of the

financial statements will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above However we identified certain deficiencies in internal control that we consider

to be significant deficiencies and communicated them in writing to management and those

charged with governance on August 20 2009

We understand that practices and procedures that accomplish the objectives referred to in

the second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at June 30 2009 to meet the SECs objectives



This report is intended solely for the information and use of management the SEC and

other regulatory agencies that rely on Rule 17a-5g under the Securities Exchange Act of 1934

in their regulation of registered brokers and dealers and is not intended to be and should not be

used by anyone other than these specified parties

LL
Springfield Illinois

August 20 2009


